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Testimony of Frank R. Lanou, Jr.
Before the Department of Health and Environmental Sciences

State of Montana

Q. Please state your name and address.

A. Frank R. Lanou, Jr. My business address is 777 - 106th Avenue

Northeast, Bellevue, Washington. My home address is 319 -

101st Avenue Southeast, Bellevue, Washington.

Q. What is your occupation?

A. I am a Senior Economist for CH2M HILL, Inc. The firm has offices

in Corvallis and Portland, Oregon; Juneau and Anchorage, Alaska;

Redding, Sacramento and San Francisco, California; Denver,

Colorado; Reston, Virginia; Boise, Idaho; and in Bellevue,

Washington, where I work.

Q. Please review your education.

A. I have a Bachelor of Arts degree from the University of Tennessee,

1954; a Master of Arts degree from the Fletcher School of Law and

Diplomacy, which is administered jointly by Tufts and Harvard

Universities, 1955. I also studied for 2 years at the University

of Paris, France, and the Institute of Political Studies, Paris,

France. After completing my Master's degree, I took further courses

at the New York University Graduate School of Business

Administration .

Q. What were the principal fields covered in your studies?

A. On the undergraduate level my principal fields of concentration

were Economics and Political Science. On the graduate level my

field of concentration was in Economics. My courses at the
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New York University Graduate School of Business Administration

were in the field of Accounting and Corporation Finance.

Q. Please outline your business experience.

A. In 1955, I joined the Finance and Economics Division of the Texas

Company, which is now called Texaco, Inc., in New York, as an

economist. My work in this capacity included economic and financial

evaluation of proposed investments in refining and marketing facil-

ities; strategic planning; preparation of economic analysis in

connection with litigation; and general economic staff work.

Following that position, I was employed by the Standard Oil Company,

New Jersey, now called Exxon Corporation, in the Cargo Sales

Department of Esso International, Inc., a subsidiary. In this

position, I was involved in the formulation of competitive pricing

strategy, and intracompany price determination. I was also engaged

in research of competitive markets. In 1964, I joined Zinder

International Ltd., a subsidiary of H. Zinder and Associates,

Inc., as an economic consultant. My work in this firm included

a broad variety of economic studies in the fields of economic

development, marketing, finance, and public utilities. For

example, I participated in a major study of multinational economic

developments, for the InterAmerican Development Bank; for the United

Nations, I participated in a study of the feasibility of the

development of hydroelectric and other natural resources in

Africa. For the Economic Development Administration of the

Commonwealth of Puerto Rico, I studied markets for Puerto Rican
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products and analyzed foreign trade problems. In 1971, I joined

CH2M HILL, Inc., where I am presently a Senior Economist. My

work for this firm has involved economic studies in the fields

of regional economic development, feasibility reports for

investments, public utility economics, and marketing and

financial analyses. I have supervised research on economic

base studies of regional growth trends in the states of

Washington, Oregon, Idaho, and Nevada, in conjunction with

regional planning efforts, environmental impact statements and

public utility load growth forecasting. I have also worked in

the field of natural resource development and have conducted

public utility analyses in the fields of electric power, natural

gas, water supply, waste water treatment, solid waste and materials

reclamation, public ports, and public transportation. I have

conducted studies of cost of service, cost of capital and rate of

return, rate analysis, forecasts of availability and price of fuels,

load and resource forecasting, financial planning, alternative

investment evaluation, and determination of feasibility. I am

also a consultant to several major American corporations with

regard to energy availability, price, contract and strategy problems

Q. What types of clients have you had in your consulting practice?

A. I have been a consultant to national governments, regional govern-

ments, local governments, electric and gas utilities, industrial

firms, and international agencies. My assignments have taken me to

New York, Washington, D.C., New Jersey, Connecticut, Wisconsin,
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Illinois, Kentucky, Virginia, Georgia, Montana, North Carolina,

Oregon, Idaho, California, Arizona, New Mexico, and Texas. I have

also worked in Canada, Puerto Rico, Western Europe, North Africa,

West Africa, the Near East, Asia, Australia and New Zealand, ahd

South America.

Q. Mr. Lanou, what is your assignment in the current proceeding?

A. In April of 1974, I was asked by the Anaconda Company to assist in

the investigation of the economic importance of Anaconda's

Smelter Operations to the state of Montana and to the local

regional economy.

Q. Will you tell us briefly how you went about preparing the

testimony you are presenting?

A. Yes. The analysis proceeded from the first step, which was a

field trip to Montana to view the Anaconda operations and

the local economy firsthand. Two of my associates and I

gathered data from Anaconda and government agencies and from

the University of Montana to provide us with views and opinions

on the economy of the state and the local counties in which

Anaconda operates. We then conducted statistical analyses,

which I will present in the body of my testimony, and drew

certain conclusions about the importance of the Anaconda

operations to those of the local and state economy as a whole.

Q. Would you tell us what approach you take in determining the

contribution of the Anaconda Company to its local and state

economy?
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A. First, we describe the economy in statistical analysis. Second,

we describe Anaconda's contribution. Finally, we can analyze

Anaconda's impact on the economy.

Q. How would you measure Anaconda's contribution?

A. Anaconda's contribution to the local and state economy can be

measured in three distinct ways. We can measure the contribution

of the Company to the number of jobs available in the local

economy. In addition, we can measure the Company's contribution

to the amount of earnings of workers, individuals, and proprietors

in the region. We can also measure the contribution of the

Company to taxes, both locally, and statewide.

Q. Would you now turn to your exhibit, Exhibit (FL1), page 1,

and tell us what that shows?

A. Page 1 shows population trends in Montana and selected

counties and cities from the year 1950 to 1973. As will be seen,

Montana's overall population has grown from about 591,000 in 1950

to a level of 721,000 in 1973. In the period from 1960 to 1973,

Montana population grew 6.85 percent. This is about 0.5

percent per annum. During the same period of time, as shown at

the bottom of the table, the United States population grew over

twice as fast as Montana, 16.6 percent, which is approximately

1.2 percent per annum. Deer Lodge County, which is the location

of the Anaconda smelter, lost population in the 1960's. In

1960 population was 18,640, and in 1973 it had fallen to 15,800.

Silver Bow County, which is the location of the Butte mining
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1 operations, also lost population from a level of 46,454 in 1960 to

2 42,000 in 1973. In the third column from the right, we have

3 combined population data for Deer Lodge and Silver Bow counties.

4 The combined population of these two counties has fallen

5 10.9 percent from 65,094 in 1960 to approximately 58,000

6 in 1973.

7 Cascade County, which is the location of Anaconda's refinery

8 at Great Falls, grew at a rate more in line with the United

9 States as a whole, from a little over 73,000 persons in 1960 to

10 nearly 84,000 in 1973. Population is estimated to have been

11 slightly higher in 1971 and 1972, than at present.

12 Q. Will you turn now to the table on page 2 of your exhibit and

13 explain that to us?

14 A. This table is important in understanding why the population of

1 5 Montana is undergoing the changes that we have seen in the table

16 on page 1. The population of Montana increased 46,233 from 1960

17 to 1973 as shown in the first column on the left. There was a

18 natural increase of 92,350 births (births minus deaths). However,

19 there was a net outward migration, as shown in the third line, of

20 46,117. In the bottom line we see that the net outward migration

21 amounted to 6.8 percent of the state's population in 1960. In

22 Deer Lodge and Silver Bow Counties, there was sizeable outward

23 migration between 1960 and 1973. Deer Lodge lost 22.2 percent

24 of its 1960 residents to outward migration, while Silver Bow

25 lost 17.5 percent. Both counties combined lost 18.9 percent. In
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Cascade County outward migration was equivalent to 8.5 percent

of 1960 population.

Q. Mr. Lanou, to what do you attribute this outward migration?

A. This is a complex problem. There is a continuing trend, which

has been the subject of national concern, away from smaller

communities toward big cities throughout the United States.

However, we can see that in Deer Lodge and Silver Bow counties

the outward migration is particularly severe compared to the

trend for the state of Montana as a whole. A contributing factor

probably is a lack of job opportunities.

Q. Would you now turn to the exhibit on page 3 and tell us what it

shows?

A. The table on page 3 shows the distribution of employment in Montana

compared to that for the United States as a whole for the year

1970. It shows, for example, that 13.7 percent of all employment,

including self-employment, in Montana is in agriculture versus

only 5 percent for the United States as a whole. Most important

for the purposes of our analysis, the table tells us that only

8.4 percent of employment in Montana in 1970 was in manufacturing

versus the national average of 22.7 percent. However, mining

was over three times as important in Montana as in the nation

as a whole, with 2.3 percent versus the national average of

0.7 percent.

Q. I see that page 4 of your exhibit also discusses employment in

Montana. What is the significance of this table?
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1 A. This table, which is based on the latest data that we have

2 available from the U.S. Bureau of Economic Analysis, Regional

3 Information System, shows us the trend of employment in the

4 state of Montana between the years 1967 and 1971. Total

5 employment in the state rose from approximately 275,000 jobs

6 in 1967 to 286,794 in 1971, which was a change of only 4.2

7 percent, or approximately 1 percent per annum. From the standpoint

8 of our analysis here, it is important to note that there was

9 a decline in farm employment of 6.6 percent, and a very modest

10 increase in mining and manufacturing employment of 2.3 percent.

11 Wholesale and retail trade gained 10.4 percent, and the category

12 finance, insurance, and real estate gained 12.9 percent. There

13 was also a substantial increase of 16.5 percent in miscellaneous

14 other employment including nonfarm proprietorships. During the

15 period covered by page 4, total employment in the United States

16 grew 1.3 percent per annum, versus 1.0 percent for Montana. Census

17 figures show that between 1960 and 1970 employment in the United

18 States grew an average of 1.7 percent per year, compared to a Montana

19 average of 0.6 percent. Therefore, it can be said that employment

20 in Montana is growing more slowly than for the United States

21 economy as a whole.

22 Q^ Please turn to the exhibit on page 5 and describe that for us.

23 A. Here we have employment trends in Deer Lodge and Silver Bow Counties

24 Employment in Deer Lodge County went from about 5,300 in 1967 to

25 a little over 6,000 in 1971. Employment in Silver Bow County
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remained essentially stagnant at about 14,800. For the two counties

combined there was a drop in farm employment of 8.8 percent,

a pronounced increase in government employment of 12.0 percent,

and a very slight drop in manufacturing and mining employment of

0.2 percent. There was a pronounced decline in construction

employment between the 2 years, although this is only a small

part of total employment in the two counties. Transportation

and public utilities also suffered a decline of 6.8 percent.

Other sectors gained, including wholesale and retail trade, which

gained 9.8 percent; finance, insurance, and real estate, which

gained 6.1 percent; services, which gained 6.1 percent; and

other, including nonfarm proprietary, gaining 6.5 percent.

Q. Would you now explain the table on page 6?

A. Page 6 shows employment trends for Cascade County, where Anaconda's

Great Falls refinery plant is located. In this county, employment

has increased 4.2 percent from 33,684 to just over 35,000 from

1967 to 1971. There were pronounced losses in manufacturing and

mining and in construction in the county of 15.6 percent and 20.5

percent, respectively, and a somewhat smaller loss of 4.9 percent

in the farm sector. The strongest gain in employment was

registered in wholesale and retail trade with 24.6 percent.

There were also advances in the other sectors, but it will be seen

that government increased at a substantially lower rate than it did

in Deer Lodge and Silver Bow Counties. However, employment in

government in Cascade County is 2.6 times as great as it is in
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1 Deer Lodge and Silver Bow Counties, combined,

2 Q. I see that the exhibit on page 7 also deals with employment.

3 Could you describe its significance for us?

4 A. The exhibit on page 7 describes local and basic employment and

5 earnings in Silver Bow and Deer Lodge Counties in 1970.

6 Q. Would you describe what is meant by these terms, "basic and local

7 employment?"

A. It is generally accepted in the theory of regional economic develop-

ment that the prosperity of a region is most dependent upon the

strength of so-called basic or export oriented industries. For

example, growth in any economic region is given its greatest

impetus by those industries which export products to regions

outside the local economy. Industries which produce more

than a region needs are classified as export or basic

industries. Export, or basic, industries are those which specialize

in the production of certain goods or services in excess of the

region's needs. The output of such industries is sold primarily

to purchasers from outside the region. The industries other

than the basic or export industries are termed local or

residentiary industries. Typically these include the industries

which service the local population and the local and export

industries. They require no special natural resources and they

exist solely on the basis of the local population and the export

industries.

Looked at this way, the export or basic industries are the
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wellspring of demand for employment in an area. As demand for

the output of a basic industry increases, the earnings of the

workers in this industry increase, either by additional income

accruing to the industry's workers because of overtime, or by the

addition of workers in the area who are unemployed being hired

in the industry, or by new workers being brought in from other

areas.

As the incomes of workers in basic industries expand, they

in turn create additional demand from the local industries. The

new higher level of incomes in both the export and the local

industries creates further demand on local and import services.

This entails increased retail trade, increased demand for

transportation, financial services, entertainment, auto repair,

public education, and so forth. This continuing addition to

the overall demand for goods and services in a region is known

in economic theory as the multiplier effect. Stated

simply, it means that each dollar of new income to a worker will

in turn be reflected in some increase in the incomes of workers

in other industries.

Q. How do we determine which are basic or export industries and

which are local or residentiary industries?

A. This is basically a question of combining statistical techniques

with certain judgments. There are no hard and fast rules for

determining which are basic and which are residentiary industries.

However, in practice it is usually fairly easy to arrive at a

CH2M HILL





-12-

1 reasonable judgment with regard to most industrial sectors.

2 For example, no one would quarrel that the mining industry

3 and the metal processing industry in Montana is an export

4 industry. In fact, in Montana, the task of identification is

5 fairly simple.

6 We may also make a comparison between the percentage of

7 workers employed in any given industry in the local region

8 with the percentage of workers in that industry for some larger

9 economic region which is taken as a basis for comparison. For

10 example, we could compare the state of Montana to the United

1 -J
States as a whole and we would see, as we already have, in

.,

2 Exhibit (FL1), page 3 that there is a substantial difference

13 between the distribution of employment in Montana and the distri-

14 bution in the United States.

1 5 Q. What method was used to arrive at the breakdown between local

1g and basic employment in 1970 in Exhibit (FL1 ) , page 7,

17 covering Silver Bow and Deer Lodge Counties?

18 A. In computing the data in page 7 of my exhibit, we used a

19 combination of statistical techniques and judgmental factors.

With regard to the statistical basis, we compared the economy

21 of Silver Bow and Deer Lodge Counties to that of the state

22 of Montana as a whole to arrive at the breakdown of local versus

23 basic industry. To this were added certain judgmental factors

24 based upon observation of the economy.

25 Q. Please now describe the data shown in page 7.
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1 A. The most important fact which emerges from the table on page 7

2 is that mining and manufacturing constitutes the most significant

3 basic, or export, industry in Deer Lodge and Silver Bow Counties.

4 With 5,874 employees out of a total of 6,125 employees, 95 percent

5 of mining and manufacturing in the two counties is export

6 oriented. The next biggest export industry in the two counties,

7 with 922 employees in the basic sector, is services—reflecting the

8 area's role as a center for the region's economy. There is also

9 some export activity in wholesale and retail trade and in

10 transportation, communications, and utilities and in the

11 government sector, but it is minor. We also see that the farm

12 sector contributes to the basic employment of the two counties.

13 On the right-hand side of the table we see the relative

14 earning power in terms of the wages paid and the receipts of

15 private ownership, in the export and local segments of the

1g economy. It will be seen that by far the most important segment

17 of earnings, as with employment, rests with the export sector

1P of manufacturing and mining.

19 At the bottom of this table, we see a number calculated

20 f°r tne multiplier effect of the export or basic industries, in

21 terms of employment, or number of jobs, and in terms of dollar

22 earnings. We see that for each job in basic industry, there are

23 2.68 jobs in the economy as a whole of the two counties. We see

24 that for each dollar of earnings in the basic industries, there

25 are $2.26 of earnings for the economy of the two counties as
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a whole.

Q. Could you explain the most important facts which emerge from an

examination of the table on page 7?

A. Yes. The most important facts which emerge from this table are

that manufacturing and mining are the economic mainsprings of

the Silver Bow and Deer Lodge county economies , measured by

the yardstick of their importance in exporting the goods and

services of the county to other regions. The smelter at Anaconda

and the mines at Butte are in this category. The table also tells

us that for every job in a basic, or export, industry in the two

counties, there is a total of 1.68 other jobs related to it.

It also tells us that for every dollar of earnings in basic industry,

another $1.26 of income to other residents of the county is

related to the earnings of the basic industry.

Q. Would you now turn to the table on page 8 of your exhibit and

explain that to us?

A. On page 8 we have a similar breakdown to that on page 7 for

Cascade County where Anaconda's refinery at Great Falls is located.

It shows us that manufacturing, which is the category that Anaconda's

reduction plant falls into, is the second most important basic

industry employer in the county, the first being governmental

services, which includes a substantial military operation. In

Cascade County, 2.55 jobs may be said to relate to every one job

in basic industry, and $2.42 of earnings in the county is

related to each dollar of export industry.
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Q. Isn't there a possibility that your figures on the job and

income multipliers in Deer Lodge, Silver Bow, and Cascade

Counties are substantially overstated? Surely, even if these

so-called export industries were removed from the county altogether

there would still be people and jobs in these localities.

A. Very probably there would still be jobs and people left in

these localities. However, our estimates have been made on a

very conservative basis, consistent with existing economic theory.

If, for example, we had computed multipliers based solely

on the employment in Deer Lodge and Silver Bow Counties

compared to the average distribution of employment for the

United States, we would have arrived at a substantially higher

multiplier for employment: 3.17, compared to our estimate

of 2.68.

Q. What does that imply?

A. If, for some reason, a basic industry was removed, the assumption

of a higher multiplier would imply a greater proportional loss

of jobs than at the conservative estimates that were used in

our analysis.

Q. Could you summarize the importance of the data on pages 7 and 8?

A. The economy of Silver Bow and Deer Lodge Counties in particular

rests on a very narrow resource base. Cascade County is somewhat

more diversified. Taking away a key export industry, such as

mining, and the export capability that it implies would severly

curtail the level of economic activity. Farmers would certainly
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1 be able to continue growing crops and raising livestock, but

2 the basis for a large segment of the jobs in the area would

3 disappear. It is worth noting that the grand total of employment

4 in agriculture in the three-county area in 1971, as shown by the

5 exhibits on pages 7 and 8, is only 1,677 jobs out of a total of

6 56,893, or 2.9 percent. Without the basic industries, people

7 in the counties would migrate to jobs in other regions, or rely

8 on external assistance from the state and federal governments.

9 Q. Would you now turn to the exhibit on page 9 and explain that to us?

10 A. The exhibit on page 9 presents the amount of tax assessments in

11 the state of Montana from 1970 to present. Property taxes are

12 shown for Silver Bow, Deer Lodge, and Cascade Counties, and other

13 counties. We also show state tax assessments of the Department

14 of Revenue in various categories, including the Metalliferous

15 Mines License Tax, Corporation Licenses Tax, Natural Resource

16 Indemnity Taxes, Income Taxes, and other taxes of the State

17 Department of Revenue, as well as Unemployment Insurance payments.

18 The figures shown for total taxes assessed in the state are

19 the best estimates that we could obtain on short notice. It

20 may be that they do not contain all tax assessments by state

21 and local government, but we believe they contain substantially

22 all of them.

2 3 The table shows us that in the latest year, the State

24 Department of Revenue will collect $152.7 million and the

25 State Unemployment Insurance, $9.5 million, bringing
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total state collections to $162.2 million. Approximately 16.9

percent of all property taxes collected in the state of Montana

are collected in the three counties in which Anaconda operates.

In the current fiscal year, the total of the three-county property

taxes is $36,974,000 out of a total of $219,101,000.

Q. Would you please turn to the second section of your exhibit and

tell us what is on the table on page 10?

A. Section 2 of my Exhibit (FL1 ) discusses the operations of

the Anaconda Company at Anaconda, Butte, and Great Falls. In

the exhibit on page 10, we see the relative amounts of copper

produced at the three locations in terms of millions of pounds

of refined copper equivalent. It should be understood that

copper mined at Butte is combined with large amounts of rock

and dirt and other minerals, so that the total volume taken out

of the Berkeley pit is far larger than the numbers of pounds

shown in the exhibit on page 10. We see that the amount of copper

mined went from 207.7 million pounds in 1969 at Butte to 265.1

million pounds in 1973, after having dropped sharply to 176

million pounds in 1971. The amount of copper smelted at the

Anaconda plant went from 287.5 million pounds in 1969 to 353.5

million in 1973. At the Great Falls refinery, 335.5 million

pounds were refined in 1969. That was against 316.9 million in

1973. It will be seen that the volumes smelted at Anaconda are

larger than those mined at Butte. This is because the Anaconda

smelter also processes concentrates from other mines outside
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Montana. Volumes refined at Great Falls differ from those smelted

at Anaconda for various reasons, but over the 5-year period

they are nearly equal.

Q. Would you now turn to the exhibit on page 11 and tell us what

it contains?

A. The exhibit on page 1 1 gives a comprehensive breakdown for the

year 1973 of payments made by the Anaconda Company by location

of payment. The purpose of the exhibit on page 11 is to provide

an idea of the types of expenditures that the Anaconda Company

Montana copper operations make, so that we may understand their

effect on the economy, and also to give some feel for the amounts

of money involved. This table shows that the Montana copper

operations of the Anaconda Company purchased $169 million of

goods and services from its employees and from its various types

of suppliers in the year 1973. Of this total 69.2 percent, or

$117 million, were spent within the state of Montana, and of that

total, all but 4.1 percent were spent within Deer Lodge, Silver

Bow and Cascade Counties. The table shows that $64 million was

spent on salaries and wages, approximately $45 million on

supplies, $10.6 million on power and natural gas, $12.5 million

on transportation, $4 million on contruction and drilling

contractors, $9.3 million on taxes and other governmental payments,

and $23.5 million on other types of expenses.

Q. Does this imply that if the Montana copper operations were to shut

down, Montana would lose $117 million in revenues to individuals
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and others?

A. Not entirely. The payments shown on page 11 as made in Montana

are not necessarily going to stay in Montana. For example, we

know that a great deal of the supplies and equipment purchased by

the Anaconda Company in Montana comes from outside of the state.

There is no convenient way for us to segregate precisely how

much of which is which. Also, we know that a good deal of the

transportation payments of $11.5 million made to other regions

for example, to the headquarters of the Burlington & Northern

Railroad in St. Paul, Minnesota, are actually spent within the

state of Montana to pay for locally purchased labor and supplies.

The same is also true for payments to specific Montana counties.

Montana Power is paid in Butte, but serves in all three

counties.

Q. What does the exhibit on page 12 show?

A. The exhibit on page 12 shows Anaconda's Montana copper operations

expenditures for capital plant and equipment from 1963 to 1973.

Over this 11-year period, Anaconda has invested $197,656,000 in

expansion and modernization of its Montana operations.

Q. What is the purpose of showing this data?

A. The purpose of showing this data is two-fold. First of all, it is

to demonstrate that Anaconda must continuously invest money in

its mining, smelting, and refining operations in Montana in
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order to keep them going. Secondly, the amount invested in

any given year varies widely. For example, in the exhibit on

page 12, we see that it varies from a high of 41.2 million in

1963 to a low of 2.7 million in 1968. The average amount of

investment over the 11 -year period is approximately $18 million.

Therefore, the figures for total expenditures, including capital

expenditures, shown in the exhibit on page 11 are subject to

considerable fluctuation. For example, the figures on page 11

were for 1973, which was a year of below average capital investment

by the company. In 1972, on the other hand, capital investment

was substantially greater.

Q. What is in the exhibit on page 13?

A. On page 1 3 we see the historical trend of employment at

Anaconda's Montana copper operations from 1950 to 1973. Total

employment has declined from about 9,700 workers in 1950 to

5,700 workers in the two most recent years. In recent years,

employment has stabilized at between 4,8 00 and 5,900. The

Butte operations employ the greatest number of workers with

approximately 3,300 workers in 1973 and the next greatest number

of workers is at Anaconda with 1,680 workers. By comparison,

the Great Falls refinery with 4 27 workers and the wire and cable

mill with 109 workers are fairly small, as is the Butte, Anaconda,

and Pacific Railroad, which is a small company owned railroad

between Butte and Anaconda.

Q. Would you please turn now to exhibit on page 14.
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A. Here we have the wages and salaries paid by Anaconda's Montana

copper operations between the years 1963 and 1973. It will

be noted that the total payroll has gone from $43.6 million in

1963 to a high of $64.0 million in 1973. As would be

expected, the bulk of earnings is at Butte with $37.6 million

and an additional $16.9 million at Anaconda. By comparison,

the reduction plant at Great Falls, and the wire and cable mill, and

the Butte, Anaconda, and Pacific Railroad are considerably

smaller.

Q. What is in the exhibit on page 15?

A. Page 15 shows the average earnings per employee of Anaconda's

Montana copper operations from the year 1963 to the year 1973.

It will be seen that these average earnings have increased

steadily, from $7,596 per year in 1963 to $11,274 in 1973.

Q. Would you now turn to the exhibit on page 16 and tell us what

that shows.

A. Table 16 shows the amount of taxes paid to state and local

governments by Anaconda's copper operations in the state of

Montana from 1969 to the present. Anaconda's total tax payments

in the state have gone from $8.8 million in 1969 to over $11 million

in 1973. Various payments directly to the state of Montana have

gone from 1.8 million in 1969 to 3.3 million in 1973. The

total amount of business and licenses taxes paid to the state

and the three counties has gone from 4.5 million in 1969 to 5.6

million in 1973. Property taxes paid to the three counties went
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from 4.3 million in 1969 to 5.4 million in 1973.

Q. Would you turn now to part III of your Exhibit (FL1 ) and tell

us what is contained therein.

A. Part III summarizes the contribution of the Anaconda Company to

the local economy. In the exhibit on page 17, we find a comparison

between the total amount of employment in Silver Bow, Deer Lodge,

and Cascade Counties, as shown in previous exhibits, and the

direct and indirect employment attributable to the Anaconda

Company. The data on Anaconda direct employment are taken from

the employment data in Exhibit (FL1), page 13. The Anaconda

indirect employment has been computed using the multipliers

in the exhibits in page 7 and page 8 for the various counties.

The table shows that for Silver Bow and Deer Lodge Counties

5,144 jobs are directly attributable to Anaconda and 8,642 jobs

indirectly attributable, for a total of 13,786. This represents

61.8 percent of the jobs in the two counties in 1973. Moreover,

Anaconda's contribution has become relatively more important. In

1967, only 50.4 percent of the two-county job total was attributable

to Anaconda. Now, it is over 61 percent. By contrast in Cascade

County, only 3.8 percent of the jobs, or 1,367 out of over 35,930

are attributable to Anaconda. The total of the three counties

combined, approximately 26.0 percent of the jobs are attributable

to Anaconda.

Q. Would you tell us what is in the graph on page 18 of your exhibit?

A. On page 18 the graph portrays the data shown in the table on
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page 17 covering direct Anaconda employment and indirect effects,

and other employment in Silver Bow and Deer Lodge Counties. The

preponderant role of Anaconda in the employment in the counties

is most clearly demonstrated in this chart. For example, in 1968,

a dip in Anaconda employment produced a sharp decline in total

employment in the county, represented by the top line on the graph,

The gradual buildup of Anaconda employment to another peak in

1970 also clearly resulted in a peak in total employment in the

county. The strike at Anaconda in 1971 was reflected in the

indirect and other employment in the county. For 1972 and 1973

we do not have an official estimate of total employment, but

we have made our own based on a trend-line projection.

Q. Please turn now to page 19 and explain that graph to us.

A. The graph on page 19 shows that for Cascade County, the overall

impact of Anaconda is relatively much less than the other two

counties. Even adding in the indirect impact, the total Anaconda

effect is only 3.8 percent of employment.

Q. Please explain to us what is shown in the table on page 20.

A. The table on page 20 shows the dollar volume of personal earnings

to wage earners and proprietors in the three counties under

discussion, as computed by our methodology and based on the

same preceding tables which generated the earnings multipliers.

In Deer Lodge and Silver Bow Counties, we see that $56.4 million
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of earnings came directly from Anaconda in 1973. About $71

million are indirectly attributable to Anaconda, for a total

Anaconda induced contribution, in 1973, of $127.5 million. This

amounts to 69.5 percent of the earnings of all employees and

proprietors in the county. Moreover, the data in table 20

shows that Anaconda's role in the money earnings of the two counties

has increased faster than its total contribution to the number

of jobs. In 1967 Anaconda's direct and indirect contributions

to county earnings amounted to 52.1 percent, and this has now

risen to 69.5 percent, an increase of 33.4 percent. As stated

earlier, in 1967 Anaconda was responsible for about 50.4 percent

of all the jobs in the two counties as well. This has now risen

to 61.8 percent, an increase of 22.6 percent, or substantially

less than the increase in income impact.

Q. What does this mean?

A. Stated simply, Anaconda workers are better paid than others in

the counties, and their pay has been getting proportionately

higher. From the data shown in my previous exhibits, we can compute

that Anaconda workers were paid 2 9.3 percent better than other

workers in Silver Bow and Deer Lodge Counties in 1967. In 1971

Anaconda pay had risen to 4 8.4 percent higher than the average

for others in the county.

Q. What is the second part of the table on page 20?

A. The second part of the table shows us that in Cascade County,

Anaconda's $7.6 million direct contribution to local earnings and

CH2M HILL





-25-

its indirect contribution of $10.8 million are much lower than

in Silver Bow and Deer Lodge Counties. In Cascade County, Anaconda's

total contribution of $18.4 million represents only 5.7 percent

of total earnings in the county.

For the three counties combined, Anaconda's direct contribution

of $64.0 million and its indirect contribution of $81.9 million

results in a total of $145.9 million out of the three-county total

of $504.8 million, or 28.9 percent. This means that almost 30

percent of the earnings of workers and proprietorships in the

three-county area are directly or indirectly dependent on Anaconda.

Q. Please describe for us what is shown in the table on page 21.

A. The table on page 21 compares Anaconda's contribution to the

economy in a different way. It shows the role of Anaconda in

contributing to the tax base of the counties and the state.

The top part of the table on page 21 shows taxes paid to the

state of Montana. About $3.3 million of taxes are paid by the

company directly. An additional $2.0 million of personal income

taxes are paid by Anaconda employees. Taxes indirectly attributable

to the company were computed using the earnings multiplier

derived in the tables on pages 7 and 8 of my exhibit. These amount

to $6.9 million, for a total Anaconda directly and indirectly

attributable flow of taxes to the state government of $12.2 million,

or 7.5 percent of collections by the state government.

On the bottom of the table we see property taxes directly

and indirectly attributable to the company. The company itself
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paid $8.6 million in 1973. Company employees are estimated to have

paid $1.5 million. The latter estimate was made on a basis of

the average property tax payments of householders in each county.

Indirectly attributable property tax payments amounted to $5.6

million. These include payments by businesses and individuals, and

were calculated, again, using the earnings multipliers from the

tables on pages 7 and 8, and average property tax payments by

householders in each county. Total direct and indirect Anaconda

tax payments amounted to $15.7 million or 7.2 percent of all

property taxes paid in the state. For Silver Bow and Deer Lodge

Counties the Anaconda percentage was much higher: 71.9 percent

and 8 3.7 percent, respectively. Anaconda's directly and indirectly

attributable share of total taxes was $28 million, or 7.3 percent

of all tax collections in the state of Montana.
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Q. Mr. Lanou, will you now please summarize the highlights of your

testimony?

A. I have reviewed the population levels for the state of Montana and

seen that population growth, at about 0.5 percent per year, is

lagging behind the growth rate for the United States as a whole,

which is 1.2 percent per annum, in the period 1960 to 1973.

Deer Lodge and Silver Bow Counties lost a combined total of 11.0

percent during this period: Cascade County gained population.

Outward migration in all three counties contributed to Montana's

relatively slow rate of population increase. We noted that,

although the reasons for outward migration are complex, an

important contributing factor is probably a relative lack of job

opportunities. During the period of 1967 to 1971, Montana growth

in employment was 1.0 percent per annum, versus 1.3 percent per

annum for the United States. In the census decade from 1960 to

1970, employment in the United States rose 1.7 percent per annum

against 0.6 percent for Montana. From these trends we can conclude

that in Montana it is necessary to carefully evaluate any moves

which might tend to affect the number of jobs available.

We then examined the employment structure of Montana and

Silver Bow, Deer Lodge, and Cascade Counties, in which Anaconda

operates. In all three counties there was a loss of jobs in

agriculture, mining and manufacturing combined between 1967

and 1971, and slow growth in overall employment.

The basic, or export industries, in each county were then
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dofined. Manufacturing and mining was identified as the most

important export segment of the Silver Bow and Deer Lodge economy.

For each job in the export industries in these counties there

are a total of 2.68 other jobs dependent on the export sector.

For each dollar of earnings in the export industries, we

calculate there are $2.26 dependent on the export sector. In

Cascade County, the military base makes government the dominant

export industry, with manufacturing second. The export job

multiplier for Cascade is 2.55, and the earnings multiplier is

2.42.

We then reviewed the copper producing operations of the Anaconda

Company. The copper is mined at Butte in Silver Bow County, smelted

at Anaconda in Deer Lodge County, and further refined at Great

Falls in Cascade County.

The Montana copper operations spent a total of $169 million

in 1973 for labor and materials, of which $117 million represents

payments made in Montana, although not all of these funds remain

in the state. Over the past 11 years they have invested $198

million on capital improvements in the three counties, about

$18 million a year.

Anaconda employed 5,680 people in its copper operations in

1973. Wages paid were $64 million. Average Anaconda wages

have risen from $7,600 in 1963 to $11,300 in 1973.

The company paid $5.6 million of business and license taxes

to the state and local governments in 1973, and $5.4 million in
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property taxes, for a total of $11.0 million.

In Silver Bow and Deer Lodge, Anaconda employs 5,144 persons,

and 8,642 other jobs are directly attributable to the company's

role in the economy, for a combined total of 13,786, or 61.8

percent of all jobs in the two counties. That is roughly 6 out

of every 10 jobs. Further, Anaconda's total contribution to local

employment has risen from 50.4 in 1967. The company's total

contribution to earnings in the two counties has risen from

$68.0 million in 1967 to $127.5 million in 1973, and from 52.1

percent to 61.8 percent of the two county total earnings.

In Cascade County, Anaconda's total contribution to employment

and earnings is less substantial: 3.8 percent, and 5.7 percent

respectively.

Anaconda's total contribution to jobs in the three-county

area is 26.3 percent, and to earnings, 28.9 percent.

Finally, the estimated share of taxes paid to the state of

Montana by businesses and individuals is $12.2 million out of

total collections of $162.2 million, or 7.5 percent.

Anaconda's direct and indirect share of property taxes in Silver

Bow County was 71.9 percent, and in Deer Lodge County, 83.7 percent.

For Cascade County it was 7.0 percent.

The company's share of total property taxes paid in the state

was $15.7 million, or 7.2 percent. Its share of taxes of all kinds

paid in the state was $28 million or 7.3 percent.
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ANACONDA'S MONTANA COPPER OPERATIONS

EQUIVALENT POUNDS OF REFINED COPPER
PRODUCED AT BUTTE, ANACONDA,

AND GREAT FALLS

Montana D.H.E.S.
Exhibit (FL1)

Page 10

Frank R. Lanou, Jr.

Year

1969

1970

1971

1972

1973

Total,
5 years

Butte
(mined)

Anaconda
(smelted)

Great
Falls

(refined)
(millions of pounds, refined copper equivalents)

207.7 287.5 335.5

234.6 312.7 321.1

176.0 271.8 249.4

250.3 359.6 304.5

265.1 353.5 316.9

1,133.7 1 ,585.1 1,527.4

SOURCE: The Anaconda Company
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ANACONDA'S MONTANA COPPER OPERATIONS

AVERAGE EARNINGS PER EMPLOYEE

Montana D.H.E.S.
Exhibit (FL1)

Page 15

Frank R. Lanou, Jr.

Year









Montana D.H.E.S.
Exhibit (FL1)

Page 16

Frank R. Lanou, Jr,

ANACONDA'S MONTANA COPPER OPERATIONS

TAXES PAID TO THE STATE OF MONTANA
AND THREE MAJOR COUNTIES

1969 - 1973

1969 1970 1971 1972 1973
(thousands of dollars)

Business taxes and licenses:
State of Montana:

Metalliferous mines 1,438 1,975 1,311 1,828 2,247
Resource indemnity^/ - - - - 382

Corporation tax 9 37 25 24 250^/
Unemployment insurance tax 367 618 413 348 441
Consumers council tax

1_

Subtotal 1,814 2,630 1,749 2,200 3,320

Silver Bow County
Net proceeds
Licenses 18 14 12 16
Net proceeds 2,708 2,305 - 1,176 2,298^

Subtotal 2,726 2,319 12 1,187 2,314

Deer Lodge County
Licenses 4 5 5 5 11

Cascade County
Licenses 11111

Total business taxes
and licenses 4,545 4,955 1,767 3,393 5,647

Property taxes - 3 major counties
Silver Bow 2,307 2,041 1,881 1,622 3,007
Deer Lodge 1,162 1,302 1,158 1,506 1,873
Cascade 817 921 816 937 481

Total property taxes
3 major counties 4,286 4,264 3,855 4,065 5,361

Total taxes paid -

State of Montana and
3 major counties 8,831 9,219 5,622 7,458 11 ,008

|7 Assessment of Montana's resource indemnity tax and consumers
council tax begun in 1973.

b/ Estimate.

SOURCE: The Anaconda Company.





ANACONDA'S MONTANA COPPER OPERATIONS

TOTAL AND ANACONDA INDUCED
EMPLOYMENT IN SILVER BOW -

DEER LODGE AND CASCADE COUNTIES
1967 - 1973

Montana D.H.E.S.

Exhibit (FL1)

Page 17

Frank R. Lanou, Jr.

Anaconda Induced
County
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Frank R. Lanou, Jr.

TOTAL EMPLOYMENT

OTHER EMPLOYMENT

ANACONDA INDIRECT EMPLOYMENT EFFECTS

ANACONDA DIRECT EMPLOYMENT

1967 1968 1969 1970

YEAR

1971 1972 1973

TOTAL AND ANACONDA INDUCED EMPLOYMENT
IN SILVER BOW AND DEER LODGE COUNTIES

1967-1973
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Frank R. Lanou, Jr,

TOTAL EMPLOYMENT

OTHER EMPLOYMENT

ANACONDA DIRECT EMPLOYMENT EFFECTS
1

i 1

ANACONDA INDIRECT EMPLOYMENT EFFECTS

1969 1970

YEAR

1971 1972 1973

TOTAL AND ANACONDA INDUCED EMPLOYMENT
IN CASCADE COUNTY

1967-1973
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Frank R. Lanou, Jr.

ANACONDA'S MONTANA COPPER OPERATIONS

TOTAL AND ANACONDA INDUCED
EARNINGS IN SILVER BOW -

DEER LODGE AND CASCADE COUNTIES
1967 - 1973

County Year
Anaconda Induced

Direct Indirect Total Other
(thousands of dollars)

Total

Silver Bow
and Deer
Lodge :

1967
1968
1969
1970
1971
1972
1973

30,078
28,173
37,915
46,861
40,020
51 ,021
56,405

37,898 67,976 62,549 130,525
35,498 63,671 65,857 129,528
47,773 85,688 57,766 143,454
59,045 105,906 56,170 162,076
50,425 90,445 71,148 161,593
64,286 115,307 58,5335./ 173,840^./
71,070 127,475 55,833*/ 183,308^/

Cascade

Silver Bow,
Deer Lodge,
and
Cascade:

1967
1968
1969
1970
1971
1972
1973

1967
1968
1969
1970
1971
1972
1973

7,842
10,070
13,031
13,890
11 ,409
11,453
7,632

37,920
38,243
50,946
60,751
51 ,429
62,474
64,037

11 ,136
14,299
18,504
19,724
16,201
16,263
10,837

49,034
49,797
66,277
78,769
66,626
80,549
81 ,907

18,978
24,369
31 ,535
33,614
27,610
27,716
18,469

86,954
88,040
117,223
139,520
118,055
143,023
145,944

207,387
214,079
225,385
240,748
261 ,384

226,365
238,448
256,900
274,362
288,994

277^349*/ 305,065^/
303, 013*/ 321 ,482a/

269,936
279,936
283,131
296,918
332,532

356,890
367,976
400,354
436,438
450,587

335,882a/ 478,905*/
358,846a/ 504,790*/

17 CH2M HILL, Inc. , estimates.

SOURCES: U.S. Bureau of Economic Analysis, Regional Economics
Information System; CH2M HILL, Inc., estimates.
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